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In	 a	 recent	 paper:	 “U.S.	 households’	 balance	 sheet	 and	 the	 link	 to	 economic	
policies”	 (MPRA	 Paper	 104369),	 it	 was	 illustrated	 that	 the	 Great	 Recession	 of	
2008	and	beyond	caused	a	loss	in	home	equity	of	$6.1	trillion	between	Q4	2005	
and	 Q4	 2011.	 It	 took	 households	 until	 Q2	 2016	 before	 the	 loss	 had	 been	






wealth	 recovery	 took	 from	 Q1	 2007,	 where	 the	 wealth	 level	 stood	 at	 $1.41	
trillion	until	Q3	2017,	 to	 return	 to	wealth	 level	of	2007.	Over	 the	same	period,	
the	 50-90%	of	 income	 earners	 group	 started	 of	with	 a	 savings	 level	 of	 $20.81	
trillion	and	saw	their	wealth	grow	over	this	period	to	$28.03	trillion.	For	the	top	





single	 most	 important	 element	 for	 their	 economic	 survival.	 For	 them	 their	







2008,	 the	 Fed	 has	 injected	 $6.5	 trillion	 (Q.E.)	 into	 the	 U.S.	 economy.	 Both	
government	debt	and	Q.E.	are	based	on	debt	levels.	
	
There	 is	 a	 savings	 based	 solution:	QEHE,	which	 stands	 for	Quantitative	 Easing	
Home	 Equity.	 Converting	 such	 savings	 temporarily	 into	 cash	 will	 encourage	 a	






















financial	 institutions	 became	 greatly	 involved	 in	 the	 securitization	 of	 such	
mortgage	debt.	
	
According	 to	 Investopedia 1 :	 “Securitization	 of	 mortgage	 debt	 in	 bond-like	
investments	 such	 as	 mortgage-backed	 securities	 and	 collateralized	 debt	
obligations	 was	 a	 main	 cause	 of	 the	 financial	 crisis.	 Securitization	 of	 home	
mortgages	 fuelled	 excessive	 risk-taking	 throughout	 the	 financial	 sector,	 from	
mortgage	 originators	 to	Wall	 Street	 banks.	When	U.S.	 housing	 prices	 began	 to	
fall,	 mortgage	 delinquencies	 soared,	 leaving	Wall	 Street	 banks	 with	 enormous	






group	were	 the	 home	 equity	 savers.	 On	 purpose,	 the	word	 savers	 rather	 than	
borrowers	has	been	used	to	illustrate	that	the	purpose	of	taking	out	a	mortgage	
signifies	 that	 nearly	 all	 households	 have	 as	 an	 aim	 to	 save	 up,	 often	 over	 30	







aggregate	 for	 households.	 As	mentioned	 in	 a	 previous	 paper:	 “U.S.	Households	
Balance	 Sheet	 and	 the	 link	 to	 economic	 policies”2,	 U.S.	 households	 collectively	

















In	 a	 recent	 study	 by	 Mr.	 Mendoz-Carbajo,	 -a	 senior	 researcher	 at	 the	 Federal	
Reserve	 Bank	 in	 St.	 Louis-	 on	 “How	 recessions	 impact	 household	 net	 worth”3	
evidence	was	provided	that	during	previous	recessions,	including	the	2007-2017	
one,	 the	bottom	50%	of	 households	did	 adjust	more	 slowly	 then	 the	 top	50%.	






It	 took	 to	April	2017	 to	 return	 to	 this	 level	of	unemployment.4	This	 is	 just	one	
example	of	an	adjustment	period	of	over	10	years.	
	
Why	do	 the	bottom	50%	of	U.S.	households	 suffer	more	 from	a	 recession	 than	
the	 top	 50%.	 The	 clear	 answer	 lies	 in	 the	 accumulated	 net	wealth	 factor.	 The	
Federal	Reserve	publishes	wealth	distribution	statistics.5	For	the	bottom	50%	of	
households,	Q1	2007	showed	a	peak	in	wealth	terms	of	$1.41	trillion.	It	took	to	
Q3	 2017	 to	 reach	 the	 same	 amount	 of	wealth	 again.	 For	 the	 group	 50-90%	of	
wealth,	 their	 combined	wealth	at	Q1	2007	was	$20.81	 trillion	and	by	Q3	2017	
their	wealth	had	grown	to	$28.03	trillion.	At	Q1	2007,	the	top	group	of	90-100%	
of	 households,	 had	 a	 wealth	 level	 of	 $43.91	 trillion,	 while	 their	 wealth	 level	
improved	to	$67.10	trillion	by	2017	Q3.	
	
Again,	 these	 data	 clearly	 demonstrate	 how	 different	 wealth	 groups	 have	 such	
different	 adjustment	 rates.	During	 the	Great	Recession,	 for	 the	 bottom	50%	of	
households	 the	 level	 of	wealth	 dropped	 steeply	 and	 increased	 slowly	with	 the	
ultimate	effect	of	0%	growth	over	the	more	than	10-year	period.	For	the	50-90%	




























terms.	One	 cannot	 predict	 how	 fast	 the	 virus	will	 continue	 to	 spread	 and	how	
fast	 the	 U.S.	 population	 will	 recover	 with	 the	 help	 of	 a	 vaccine.	 The	 latest	
November	 data	 from	 the	 Federal	 Reserve 6 	depicted	 a	 seasonally	 adjusted	
unemployment	 level	of	10.735	million	unemployed.	Almost	 the	same	 level	was	
reached	 in	November	 2013	 at	 10.787	million	 unemployed.	 If	 the	 past	 has	 any	
guidance	for	the	future:	in	November	2006	the	level	of	6.872	million	unemployed	






















The	 comprehensive	 law	 provided	 for	 new	 regulations	 affecting	 U.S.	 banking,	
securities,	 derivatives,	 executive	 compensation,	 consumer	 protection	 and	
corporate	governance.	 It	was	estimated	that	there	would	be	a	minimum	of	250	
new	 regulations	 emerging	 from	 the	 Act,	 as	 well	 as	 67	 reports	 and	 studies	 on	
various	 aspects	 of	 the	 financial	 services	 industry,	 and	 22	 new	 periodic	 report	
requirements.	
	













rules	 and	 conducing	 studies	 include	 the	 Commodity	 Futures	 Trading	
Commission,	 the	 Federal	 Deposit	 Insurance	 Corporation,	 the	 Federal	 Housing	
Finance	 Agency,	 the	 Federal	 Reserve,	 the	 Federal	 Trade	 Commission,	 the	
Government	 Accountability	 Office,	 the	 Department	 of	 Housing	 and	 Urban	
Development,	 the	 National	 Credit	 Union	 Administration,	 the	 Office	 of	 the	
Comptroller	 of	 the	Currency,	 the	 Securities	 and	Exchange	Commission	 and	 the	
Treasury.	
	
Since	 2010,	 one	 fact	 -among	many-	 is	 that	 the	 implementation	 of	 the	Act	 very	









The	 interest	 rate	 setting	 instrument:	The	Fed	 funds	 rate7	was	used	quite	 often	





Another	main	activity	of	 the	Fed	was	and	 is	 its	program	of	Quantitative	Easing		
(Q.E.)	The	Fed	had	a	balance	sheet	total	of	$870	billion	in	August	2008.	Its	latest	
balance	 sheet	 total	 of	 14th	 December	 2020	 now	 stands	 at	 $7.362	 trillion.8	It	 is	
obvious	that	Q.E.	has	totally	changed	the	funding	sources	for	the	U.S.	government	
and	 for	 the	 government	 sponsored	 mortgage	 lending	 institutions	 like	 Fannie	
May	and	Freddy	Mac.	What	Q.E.	helped	to	achieve	was	its	effect	on	interest	rates;	






















As	 aforementioned,	 attention	 was	 drawn	 to	 the	 fact	 that	 the	 bottom	 50%	 of	
households	 by	 income	 level	 was	 more	 vulnerable	 to	 fluctuations	 in	 economic	








The	 key	 for	 such	 a	 system	 lies	 in	 the	 wealth	 distribution	 among	 households.	
Households	 that	 have	 accumulated	 sufficient	 wealth	 in	 their	 homes	 can	 be	
offered	 to	 spend	some	of	 those	savings	at	no	cost	 to	 the	household	apart	 from	
agreeing	to	“re-save”	such	amounts	over	time.	Such	a	system	could	be	called	the	





The	 objective	 of	 the	 TESSA	 system	 is	 to	 help	 the	 collective	 of	 households	 to	
consume	more	at	times	of	a	recession.	The	basis	for	such	additional	consumption	
is	 not	 based	 on	 borrowing	 more	 –either	 by	 a	 household	 or	 by	 the	 U.S.	






The	 first	reason	 is	 that	unemployment	represents	an	economic	 loss:	 the	higher	
the	level	of	unemployment	the	more	substantial	the	economic	loss	becomes.	The	
second	 reason	 is	 that	 unemployment	 does	 not	 affect	 all	 households	 equally.	
Those	in	the	top	50%	of	the	accumulated	savings	levels	have	usually	a	sufficient	
level	of	financial	resources	(savings)	to	continue	their	consumption	levels,	albeit	



















The	 third	 reason	 is	 house	 price	 developments	 and	 the	 outstanding	 mortgage	
levels.	 The	 Federal	 Reserve	 publishes	 data	 on	 the	 median	 house	 price	
development.10	The	median	house	price	 in	Q1	2007	was	$257.400;	by	Q1	2009	
this	median	 house	 price	 had	 dropped	 to	 $208.400	 or	 a	 drop	 of	 19%.	 Link	 the	
number	of	people	unemployed11,	which	 in	 January	2007	stood	at	7.116	million	
and	 by	 January	 2009	 had	 increased	 to	 15.098	 million	 individuals.	 For	 many	
lower	 income	 households,	 especially	 for	 those	 who	 had	 bought	 a	 home	 after	
2005,	 the	 drop	 in	 house	 prices,	 the	 increased	 mortgage	 payment	 levels	 as	 a	
consequence	of	teaser	rates	coming	to	an	end,	coupled	with	the	substantial	rise	
in	 unemployment	 levels	 was	 for	 many	 the	 nail	 in	 the	 coffin	 economically	
speaking.	They	had	or	were	 forced	by	 the	 lenders	 to	 give	up	 the	ownership	of	







have	come	from	U.S.	government	spending	at	a	 level	above	 its	 tax	revenues;	so	
much	so	that	since	the	start	of	the	Great	Recession	government	debt	to	GDP	has	
increased	from	Q3	2007	at	61.97%	to	Q3	2020	at	127.3%.12	As	aforementioned	
the	 increase	 in	 government	 borrowings	 since	 2008	 was	 for	 38%	 met	 by	 the	
Federal	Reserve’s	Quantitative	Easing	activities.	Neither	Government	borrowing	
nor	 more	 Quantitative	 Easing	 of	 this	 type	 can	 go	 on	 indefinitely.	 The	 TESSA	
system	 is	 based	 on	 using	 a	 different	 source	 of	 savings:	 use	 some	 home	 equity	





U.S.	 economy	 would	 have	 been	 much	 shorter	 and	 the	 unemployment	 levels	
would	have	come	down	much	faster.	The	U.S.	government	would	have	borrowed	































with	 the	 Fed.	 Any	 value	 above	 10%	 can	 potentially	 be	 considered,	 but	 the	















6.	To	enable	households	 to	re-save	 in	 line	with	 the	economic	situation,	a	grace	
period	for	such	re-saving	needs	to	be	set.	The	Federal	Reserve	may	also	decide	to	






8.	 If,	 like	 in	 many	 cases,	 the	 household	 still	 has	 a	 mortgage	 to	 service,	 it	 is	
suggested	that	the	re-saving	gets	priority,	so	as	to	strengthen	the	equity	base	in	
the	home	again.	It	would	imply	that	mortgage	lenders	(about	50%	are	funded	by	
state	 sponsored	 enterprises	 anyway)	 could	 be	 temporarily	 paid	 the	 interest	








will	be	done	at	 a	 slower	pace,	when	 the	economy	 is	 still	 in	a	 recession	period.	
Only	 when	 the	 U.S	 economy	 is	 booming,	 will	 the	 speed	 of	 re-saving	 be	
accelerated	 until	 the	 full	 amount	 of	 home	 equity	 that	 was	 provided	 has	 been	








11.The	 U.S.	 government	 may	 also	 need	 to	 decide	 to	 what	 extent	 it	 wants	 the	
TESSA	 System	 to	 contribute	 to	 the	 U.S.	 economy;	 in	 other	 words	 how	 large	 a	
share	of	home	equity	is	required	to	help	improve	the	current	situation.	If	enough	
money	is	converted	into	demand	levels,	the	facility	may	be	closed	to	newcomers	
until	 a	 new	 economic	 crisis	 occurs.	 One	 has	 closely	 to	 watch	 to	 what	 extend	
homeowners	 convert	 the	 savings	 cash	 received	 into	 other	 savings	 types.	 The	
purpose	 of	 the	 QEHE	 facility	 is	 to	 increase	 consumption;	 not	 to	 invest	 in	 the	
stock	markets	or	in	additional	pension	pots.	
	
12.	 The	 TESSA	 System	 allows	 the	 U.S.	 Fed	 to	 turn	 the	 tap	 off	 when	 releasing	
home	equity	which	is	no	longer	needed	and	turn	the	tap	back	on	when	it	judges	
the	 economic	 circumstances	 are	 appropriate.	 Such	 tap	 management	 is	 an	
important	 mechanism	 for	 managing	 inflation	 levels.	 In	 case	 the	 amounts	
provided	cannot	be	absorbed	by	 the	commercial	 sector	without	 causing	undue	
inflation	 pressures,	 then	 the	 Fed	 could	 accept	 household’s	 applications,	 but	





over	which	 the	 banking	 system	does	 not	 run	 a	 credit	 risk	 only	 an	 operational	
one-	 could	 be	 at	 the	 costs	 of	 the	 Government	 given	 that	 the	 scheme	 is	 in	 the	
macroeconomic	national	interest.	
	
14.	 Some	 homeowners	 might	 abuse	 the	 TESSA	 account.	 Therefore,	 if	 a	
homeowner	does	not	fulfil	its	contractual	obligations	in	“re-saving”	the	principal	

































that	all	households	can	benefit	 from	 its	economic	growth	 levels.	A	recent	Time	




2019,	 U.S.	 individual	 households	 had	 accumulated	 a	 pension	 savings	 level	 of	
$32.3	trillion	and	a	home	equity	savings	of	a	net	$19.656	trillion;	which	together	






above	 the	government	 revenues	 level	 is	ultimately	an	untenable	position.	Such	
debt	represents	a	future	claim	on	all	households.	The	history	of	Q.E.	has	shown	
that	in	whatever	country	it	has	been	applied;	U.S.,	U.K.,	E.U.,	Japan	there	has	only	
been	 one	way	 that	 Central	 Banks	 have	 gone;	 they	 nearly	 all	 bought	 their	 own	
country’s	government	debt	or	government	related	debt.	
Japan14	has	literally	been	the	birthplace	of	Quantitative	Easing	(QE).	In	an	article	


















only	 the	 Federal	Reserve	 can.	 As	 private	 providers	 have	 to	 borrow	 the	money	
from	the	 financial	markets,	 their	 costs	of	 funds	make	 it	 impossible	 to	offer	0%	
interest	rates.	However,	households	suffer	 if	 the	full	value	of	their	home	equity	
savings	 is	 undermined	 by	 having	 to	 accept	 a	 substantial	 discount	 due	 to	 the	
interest	amounts	being	charged	for	the	conversion.	
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